


DEPARTMENT OF DEFENSE BOARD OF ACTUARIES
MEETING MINUTES

July 11-12, 2019
4800 Mark Center Drive
Alexandria, VA 22350
Conference Room 14, Level B1

EDUCATION BENEFITS FUND
(July 11, 1:00 PM - 4:00 PM)

HIGHLIGHTS/KEY BOARD DECISIONS
Agenda Item 3: September 30, 2018, Valuation Proposed Economic Assumptions

Transcript Pages 23-32: Approved continuing to use Blue Chip Financial
Forecasts to estimate CPI for Chapter 1606 basic, leading to an ultimate CPI of
2.1%. Approved maintaining interest rate assumption of 3.25%. Approved
holding Chapter 1607 education cost increase assumption constant at 5.0%.

Agenda Item 4: September 30, 2018, Valuation Proposed Methods and Assumptions—Reserve
Programs

Transcript Pages 32-63: Valuation of the closed (sunset) group for Chapter 1607
presented. Motion passed to maintain the process of making asset transfers from
Chapter 1607 to Chapter 1606. Chapter 1606 assumptions and methods
presented—consistent with prior years (no motions).

Agenda Item 5: September 30, 2018, Valuation Proposed Methods and Assumptions—Active
Duty Programs

Transcript Pages 63-101: Chapter 30 kicker assumptions and methods presented.
Consistent with prior years. No motions. Board requests an agenda item for next
year’s board meeting to discuss how normal costs would be developed for
Chapter 30 kickers should they be utilized in the future.

Transcript Pages 102-103: Roll-forward assumptions and methods were presented
for Post-Funding Amounts for Voluntary and Involuntary Separatees. No
changes from previous methodology. No motions.



DEPARTMENT OF DEFENSE BOARD OF ACTUARIES
MEETING MINUTES (CONTINUED)

MILITARY RETIREMENT FUND/VOLUNTARY SEPARATION INCENTIVE FUND
(July 12, 10:00 AM - 1:00 PM)
HIGHLIGHTS/KEY BOARD DECISIONS

Introduction: Presentation of the Office of the Secretary of Defense Exceptional Public Service
Award

Transcript Pages 4-8: William Booth, Director, DHRA, presented James F.
Verlautz with the Exceptional Public Service Award for his tenure on the DoD
Board of Actuaries.

Agenda Item 1: Legislative and Policy Update

Transcript Pages 9-10: Board acknowledged receiving an earlier briefing
regarding MRF legislative changes in the prior year, and potential changes in the
upcoming year, along with a description of the progress made on the Blended
Retirement System (BRS) implementation.

Transcript Pages 9-10: Primary BRS opt-in period ended December 31, 2018.
However, certain members will continue to have opportunities to opt in (e.g.,
hardships, breaks in service, cadets, midshipmen).

Transcript Pages 9-10: As of June 30™, 404,863 service members had opted into
BRS. 248,959 were auto-enrolled.

Transcript Pages 9-10: The CY 2020 lump sum discount rate is 6.75%. (No lump
sums have been elected so far.)

Transcript Pages 9-10: Recent legislation in the FY2019 NDAA included: 2.6%
pay raise; permanent extension of Special Survivor Indemnity Allowance; and
removal of requirement that an officer be “able to complete 20 years of active
commissioned service before his sixty-second birthday.*

Transcript Pages 9-10: Pending legislation in the FY2020 NDAA includes: 3.1%
pay raise; BRS Implementation Congressional Report due May 2020; Service-
specific MRF contributions; and allowing credit for reduced-age, non-regular
retirement for every 90 days of service performed under 10 U.S.C. 12304b.

Agenda Item 2: Investment Experience

Transcript Pages 10-23: DFAS presented an overview of the VSI and MRF trust
funds which included detailed financial data and the current trust fund status.
Transcript Pages 18-19: DFAS explained that the 44% increase in MRF interest
income ($21.2B to $30.5B) was mainly a result of increased inflation earnings on
TIPS.



Agenda Item 3: September 30, 2018, Valuation of the Military Retirement Fund

Transcript Pages 23-27: The Treasury’s FY 2020 amortization payment for the
unfunded liability (UFL) is $91.873 billion, and Treasury’s normal cost payment
for Concurrent Receipt benefits is $9.305 billion, for a combined Treasury
payment of $101.178 billion.

Agenda Item 4.a: Proposed Economic Assumptions for September 30, 2019, MRF Valuation and
FY 2021 NCPs

Transcript Pages 28-41: Approved long-term economic assumptions for the 2019
valuation and FY 2021 NCPs of 4.75% interest rate (0.25% decrease from last
year), 3.25% across-the board salary increase (unchanged from last year), and
2.75% CPI (unchanged from last year).

Agenda Item 4.b: Proposed Non-Economic Assumptions for September 30, 2019, MRF
Valuation and FY 2021 NCPs

Transcript Pages 41-47: Approved the proposed non-economic assumptions for
divorce rates— the proposed rates are based on the newer period (FY 2017-2018),
which better captures recent data and result in a 30% drop in retiree divorces
relative to those predicted by the current rates. This proposal results in no change
(to the 3rd decimal place) to either the FY 2021 full- or part-time DoD NCPs, and
increases the 9/30/2018 accrued liability by $1.1 billion (or 0.1%).

Transcript Pages 67-68: Approved the use of actual BRS opt-in data (reported
from DFAS) as assumptions for BRS opt-in elections are no longer needed.
Additional opt-in elections made in the coming years will likely be captured as
small experience gains as they emerge. Actual BRS data result in the following
changes: +1.3% increase to the DoD full-time NCP, and a +0.1% increase to the
DoD part-time NCP, and a $4B (or 0.3%) estimated increase to the 9/30/2018
accrued liability.

Announced FY 2021 DoD NCPs of 34.6% (full-time) and 26.7% (part-time) and
Treasury NCPs of 15.8% (full-time) and 4.2% (part-time).

Agenda Item 5: September 30, 2018, VSI Fund Valuation, Proposed Methods and Assumptions

Transcript Page 55-65: Approved economic assumptions of 2.25% interest
(unchanged from last year), 2.2% CPI (unchanged from last year), and 1.0% VA
increase, (unchanged from last year), leading to a January 1, 2021, amortization
payment of $21.4 million.



ATTACHMENT 1

DEPARTMENT OF DEFENSE BOARD OF ACTUARIES
MEETING AGENDA

July 11-12, 2019
4800 Mark Center Drive
Alexandria, VA 22350
Conference Room 14, Level B1
EDUCATION BENEFITS FUND
(July 11, 1:00pm — 4:00pm)
1.Fund Overview (Brad Ryder, DoD Office of the Actuary)
2.Investment Experience (Coralita Jones, DFAS)
3.September 30, 2018, Valuation Proposed Economic Assumptions*
a. CPI (Rich Allen, DoD Office of the Actuary)
b. Interest Rate (Brad Ryder)
c. Education Cost Increase (Brad Ryder)

4.September 30, 2018, Valuation Proposed Methods and Assumptions — Reserve Programs*

a. Chapter 1607 Benefits (Brad Ryder)
b. Chapter 1606 Benefits (Brad Ryder)

5.September 30, 2018, Valuation Proposed Methods and Assumptions — Active Duty
Programs™*

a. Kicker Benefits (Rich Allen)

b. Funding Amounts for Post-Vietnam Era Voluntary and Involuntary Separatees
(Rich Allen)

* Board approval required.



ATTACHMENT 1 (CONTINUED)

July 11-12, 2019
4800 Mark Center Drive
Alexandria, VA 22350
Conference Room 14, Level B1

MILITARY RETIREMENT FUND/
VOLUNTARY SEPARATION INCENTIVE FUND
(July 12, 10:00am — 1:00pm)

1. Legislative and Policy Update (Andy Corso, Assistant Director of Military Compensation)
a. Blended Retirement System (BRS) Implementation Progress
b. FY 2019 National Defense Authorization Act (Recent Changes)
c. FY 2020 National Defense Authorization Act (Pending Changes)

2. Investment Experience (Coralita Jones and Lori Haines, DFAS)

a. Military Retirement Fund
b. Voluntary Separation Incentive (VSI) Fund

3. September 30, 2018, Valuation of the Military Retirement Fund*

Starting Population (Pete Zouras, DoD Office of the Actuary)

Valuation Results (Pete Zouras)

Gain/Loss Analysis (Pete Zouras)

10/1/2019 Unfunded Liability Amortization and Normal Cost Payments (Pete Zouras)

o0 ow

4, September 30, 2019, Valuation of the Military Retirement Fund, Proposed Methods and
Assumptions*

a. Economic Assumptions — COLA, Interest Rate, and Across-the-Board Salary Increases

i. Fund Yield Projection (Brad Ryder, DoD Office of the Actuary)
ii. Historical Economic Statistics (Brad Ryder)

b. Non-Economic Assumptions (Pete Zouras, Nick Garcia, Pete Rossi, DoD Office of the
Actuary)

c. FY 2021 Full-Time and Part-Time Normal Cost Percentages (Pete Zouras)
5. September 30, 2018, VSI Fund Valuation, Proposed Methods and Assumptions*
a. Interest Rate (Brad Ryder)

b. Valuation Update and Other Assumptions (Nick Garcia)
¢. Unfunded Liability Amortization Payments (Nick Garcia)

* Board approval required.



ATTACHMENT 2

Board of Actuaries Meeting
(Education Benefits Fund)
Attendee List
In-Person or by Call-In

Name

Position or Office

James F. Verlautz

Chair

Marcia A. Dush

Board Member

John Moore

Board Member

Pete Zouras

DoD Chief Actuary and

Executive Secretary

Richard Allen DoD OACT
Brad Ryder DoD OACT
Inger Pettygrove DoD OACT
Pete Rossi DoD OACT
Nicholas Garcia DoD OACT
Joel Sitrin DoD HA
Patty Leopard OSD P&R
Tom Liuzzo M&RA
Kevin Lannon OSD(C)
Colleen Hartman OSD(C)
William Moorehouse | DHRA OGC
Lori Haines DFAS-IN
Coralita Jones DFAS-IN
Virginia Fortune DFAS-IN
Otelia Anderson DFAS-IN
Darius Hinton ARNG G1
Luis Maldonado NGB/FM
Tanya M. Harris NGB/ALlY
Kenneth Hardy NGB
Vincent Suich DMDC

Pete Abraham DMDC




ATTACHMENT 2 (CONTINUED)

Board of Actuaries Meeting

(Military Retirement Fund and VSI Fund)

Attendee List
In Person or by Call-In

James F. Verlautz

Chair

Marcia A. Dush

Board Member

John Moore

Board Member

Pete Zouras

DoD Chief Actuary and Executive
Secretary

Richard Allen DoD OACT
Brad Ryder DoD OACT
Inger Pettygrove DoD OACT
Pete Rossi DoD OACT
Nicholas Garcia DoD OACT
Joel Sitrin DoD HA
William Booth DHRA Director
Tom Liuzzo M&RA
Kevin Lannon OSD(C)
William Moorehouse | DHRA OGC
Lori Haines DFAS-IN
Coralita Jones DFAS-IN
Virginia Fortune DFAS-IN

Andy Corso

ODASD(MPP-Compensation)

Edith Smith

Gold Star Wives of America

Brad Whitney

OUSD (P&R)

Richard Virgile

Chief Actuary USCG




ATTACHMENT 3

Meeting Handouts of the
Board of Actuaries Meeting
(Education Benefits Fund)














































































































































































ATTACHMENT 3 (CONTINUED)

Meeting Handouts of the
Board of Actuaries Meeting
(Military Retirement Fund and VSI Fund)











































































































































































2019 DoD Board of ActuariesMeeting MRF and VS|
PDF Page 36

VS| CASH FLOW PROJECTIONS

($ in Millions)
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ATTACHMENT 4

Transcript of the
Board of Actuaries Meeting
(Education Benefits Fund)



















































































































































































































































































































































ATTACHMENT 4 (CONTINUED)

Transcript of the
Board of Actuaries Meeting
(Military Retirement Fund and VSI Fund)
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